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As Canadians stand on the 
threshold of the 70's they see on 
the horizon the outline of many 
brilliant changes and develop- 
ments — developments which indi- 
cate we know how to exploit the 
break-throughs in technology 
marking us as a Community capable 
of realizing the full promise of the 
post-industrial era — developments 
which single us out as one of the 
world’s most affluent peoples with 
a spiralling gross national product 
and a rising standard of living. 


Canada, however, is not a nation 
bent exclusively on technological 
progress and increased affluence. 
This country believes at least as 
much in a more equitable distribu- 
tion of our national wealth and the 
fulfillment of the expectations and 
the potential of all our people. 


People such as the hired hand ona 
wheat farm in Alberta; the fisher- 
man casting his nets for cod off the 
banks of Newfoundland; the young 
Gaspé-born clerk working by day 
ina large corporation and taking 
college courses at night; the newly 
arrived immigrant who knows little 
English or French and possesses few 
skills, but who is determined to 
make his way in a complex 
Canadian city such as Toronto or 
Montreal. 


The rewards of economic growth 
should be directed not only toward 
the individuals who have had the 
Opportunity for a good education, 
a well-paid job, a two-car garage 
and a home in the country. They 


are also for the widow or divorcee 
who has to raise her children alone 
on minimum wages earned working 
long hours in an inner-city garment 
factory; for the youth who has had 
to drop out of school to help his 
family and now finds his particular 
skill no longer needed In a sophisti- 
cated economy; and for the man 
over 40 who is jobless, not because 
he is untrained, but because in our 
youth-oriented society he is 
considered too old. 


The Canadian government wants 
to promote social policies that build 
a country not simply for progress 
but for people: people who must be 
adequately nourished; whose poten- 
tial must be met; and whose chil- 
dren must be well-educated; people 
who must have hobbies and recrea- 
tion; and above all people who must 
have jobs. 


Over the years, especially since 
the 30's, Canada has built up a 
body of social legislation aimed at 
meeting a whole spectrum of hu- 
man needs. One of them is the 
Unemployment Insurance Act 
which provides financial assistanc 
to lower income workers during 
periods of temporary unemploy- 
ment. 


During the past three decades, 
the unemployment insurance 
program has served Canadian 
workers well. Since the Act was 
passed in 1940, 25 million workers 
have received a total of 5 billion 
dollars in benefit payments. 


initial nature of 

reasons act 

for act 
unemploy- 
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insurance 
still 
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demands new 
scheme 


new social 
theory 


This financial assistance has been 
instrumental in keeping temporarily 
unemployed members of the Cana- 
dian work force from slipping into 
the hopelessness and despair of 
poverty. 


There is no question that today 
unemployment insurance is such a 
familiar concept that most Cana- 
dians take it for granted. For 
sO many citizens in our major towns 
and cities from coast to coast, the 
unemployment insurance bureau Is 
a well-established landmark which 
has always existed. 


However, this was not always so. 
Originally each man was expected 
to look after himself and provide 
his own unemployment insurance 
as best he could. During the 30's, 
when hundreds of thousands were 
out of work, it became clear that 
this individualistic philosophy, 
which had grown out of the pio- 
neering days, was no longer suf- 
ficient for an industrial era. A 
nationwide economic crisis could 
only be combatted by collective 
measures. 


Based on this realization, the 
federal government decided to draw 
up an unemployment insurance 
scheme and thus involved itself 
actively in helping its less fortunate 
citizens. 


However, certain important 
questions had to be faced before the 
plan could be implemented. The 
major one was the constitutional 
provision for provincial jurisdiction 
over some labour and insurance 
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matters. The provinces realized, 
however, that unemployment 
insurance could best be handled by 
the federal government, and there- 
fore agreed to an amendment to the 
British North America Act placing 
unemployment insurance under 
federal jurisdiction. The government 
then introduced the new legislation 
in 1940, and in 1941 Canada had 
its first unemployment insurance 
program. 


The Act was, as its name indicates, 
an insurance scheme whose pre- 
miums were to be paid jointly by the 
worker, his employer, and the 
government on a 40-40-20 basis. It 
was for people who had shown they 
were willing and able to work, but 
who were temporarily unemployed 
for reasons beyond their control. 


Vital to the plan was the fact that 
workers who became unemployed 
could claim benefit payments with 
dignity and self-respect, because 
they had contributed a substantial 
share to the unemployment insur- 
ance fund while working. 


Despite the years of continuous 
prosperity which Canada has ex- 
perienced since the inception of the 
present Act, an unemployment in- 
surance scheme is still as valid and 
necessary as ever. 


However, since the 40’s, the 
social, technological and economic 
fabric of our society has changed 
with the result that the Act must 
be reoriented in a major way in 
order to meet present needs. 


The Act, one must remember, 
was the product of another 
period when the welfare state was 
coming into its own. At that time, 
monetary aid was the main basis 
for social policy. Our views on social 
theory are changing and there is 
greater concern about the effects of 
financial assistance in terms of hu- 
man development. More than ever 
before, social policy is being directed 
toward the more complete fulfillment 
of people. 
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Under the present legislation 
benefits are low. In fact, some 
recipients, even with unemployment 
insurance benefits, border precarious- 
ly on impoverishment. These bene- 
fits, it should be noted, are available 
only to workers who have been in 
the work force some seven months 


ormore. 


In keeping with a more realistic 
approach to social policy, the govern- 
/ ment now believes that a revamped 
unemployment insurance program 
should provide higher benefits more 
related to earnings and with less 
emphasis on the employees’ labour 
force attachment. 


Persons with a short work history 
may have even greater problems than 
those who have a long term labour 
force attachment. Allowing workers 
to take early advantage of an unem- 
ployment insurance program pre- 
vents them from falling into unsta- 
ble work patterns. Instead, they are 
effectively integrated into the pro- 
ductive mainstream. 


The present legislation attempts 
to alleviate the effects of unem- 
ployment upon individuals by pro- 
viding monetary assistance. However, 
it does not of itself help to solve the 
problem of unemployment. 


If unemployment insurance is to - 
do more than alleviate the financial 
problems of the unemployed, if it is 
to reflect the shift in thinking from 
the welfare state to the service state, 
then a new reoriented program must 
provide an efficient pipeline to 
vocational counselling, job opportu- 


nities, and other manpower pro- 
grams in order to help the unem- 
ployed requalify for jobs under 
changing technological conditions. 


In addition to increased financial 
payments during unemployment, 
the complementary battery of ser- 
vices provided by other government 
agencies designed to assist workers 
will be used to ensure the success of 
a reoriented unemployment insur- 
ance program for the 70's. 


But it is not simply new updated 
views on social policy that call for 
changes in the present legislation. 
Technological developments are 
also making the government take a 
new perspective regarding the aims 
and usefulness of unemployment 
insurance. 


In the 70's, it is fully expected that 
mporary unemployment will be a 
ossibility for a broader spectrum of 
he Canadian work force than ever 
before. Unexpected layoffs and un- 
employment because of automation 
and other technological changes are 
beginning to disturb a wide range of 
workers from all occupations who 
fear that one day, their jobs may be 
declared redundant or out-dated. 


It is little consolation to those 
affected that the end result of im- 
proved technology will be the crea- 
tion of more rather than fewer jobs. 


Like workers elsewhere in the 
highly developed post-industrial 
world, Canadians are realizing that 
they can no longer depend on 
seniority and good work perfor- 
mance alone to ensure that they 


\ 


remain indefinitely in the labour 
market. 


Economic and psychological 


_ insecurity is now facing not only 
the skilled and semi-skilled workers 


but also the.clerks and profession- 

Is. For example: public servants 

are finding themselves declared 
redundant; teachers are dis- 

covering in some parts of the coun- 
try that they are in ‘‘surplus supply”. 


Under the present legislation, em- 
ployees whose annual earnings are 
$7,800 or less per annum or whose 
wages, regardless of the ceiling, are 
calculated on an hourly basis are 
included in the plan. However, cer- 
tain groups of workers have always 
been excluded from unemployment 
insurance even though, in some cases, 
their salaries were $7,800 or less. 
These include hospital workers, tea- 
chers, federal and provincial public 
servants, members of the armed 
forces, professional athietes, and 
domestics. 


The reasons for this are partly 
administrative and partly because 
these groups have been considered 
to be generally immune from the 
risks of unemployment. Today, how- 
ever, it is clear that this is no longer 
the case. Administrati 
have been removed by computeriza 
tion, and everyone, to a greater ex- 
tent than ever before, is vulnerable 
to a temporary interruption of 
earnings. 
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Insurance coverage, in a revam- 
ped plan, therefore, should be 
broad enough to include all work- 
ers no matter what their occupation 
or income. Only the self-employed, 
as in the present plan, should be 
excluded. 


Today's needs demand broader 
coverage and a different benefit 
structure. 


Universality of coverage, which 
will add 1,160,000 members to 
the plan, in some respects calls 
upon the good will and responsibi- 
lity of more fortunate, better- 
placed Canadians toward those who 
through lack of education and 
opportunity are in less secure 
occupations. 


In considering the proposals in 
this White Paper it is important to 
constantly bear in mind the human 
element behind the plan. For many 
people, especially the poor who are 
used to struggling to provide for 
their families, unemployment 
insurance can mean the difference 
between hopeful expectation and a 
feeling of utter failure. 


A reoriented unemployment 
insurance program, however, can 
keep the door to the mainstream 
of society open. The combination 
of financial aid, plus complemen- 
tary services provided by other 
government agencies designed to 
assist the worker to be reabsorbed 
quickly into the labour force, will 
help to save him from sinking into 
the quicksands of chronic un- 
employment. 


For those who are working and 
secure in their jobs, for those who 
have a car, a house, and the chance 
to send their children to college, 
the look of despair on the face of a 
man without adequate income is 
unknown. It is real, nonetheless. 
For the four million poor of this 
country, over half of whom are 
working poor, there is always the 
spectre of unemployment, always 
the fear of humiliation, always the 
knowledge that they will probably 
be unable to provide much beyond 
the barest necessities for their 
children. 


Any program which seeks to 
bring more justice to these people, 
who are trying against all the odds 
to play their part in this society, 
deserves consideration. 


The Economic Council which 
has done much to make Canadians 
aware of the magnitude of the 
poverty problem in this country 
feels that: ‘‘Other things being 
equal, it is far better to help people 
to help themselves—to put them in 
a position to upgrade their earnings 
permanently through such measures 
as training and manpower mobility 
programs, and to exploit unused 
earning potential. . . but self-help 
takes time, and meanwhile income 
support in the form of government 
payments may be needed”’. 


If enacted the proposed unem- 
ployment insurance scheme will be 
the first step in a self-help program 
which will reflect the more humane 
and more productive social devel- 


government 
responsi- 
bility for 
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support 
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ordination 
of social 
development 
programs 


opment policies planned for this 
decade. 


It is not only the lives of the 
working poor which will be better- 
ed. Economic conditions of society 
in general will also improve due to 
the increased productivity of so 
many of its members whose talents 
and energy are at present not being 
used to advantage. 


The government is not only 


i willing to help the unemployed and 


the less advantaged by providing a 
system of income support during an 
adjustment process; it is also ready 
to assume the cost of extra un- 
employment insurance benefits 
when the national unemployment 
rate exceeds 4 per cent or when 
regional unemployment is over 4 
per cent and exceeds the national 
average by more than one per cent. 


This policy is perhaps one of the 
most interesting in the entire 
proposal. |t clearly establishes the 
government's responsibility for the 
financial support of a national un- 
employment insurance program 
over and above the self-financing 
aspect. 


A benchmark of 4 per cent based 
on long term average national un- 
employment was used to set the 
lower limit for government contri- 
bution. This is in no way intended 
as a definition of full employment 
for the economy. 


In looking at the problems of un- 
employment it becomes clear that 
it is the federal government which 
must continue to play a vital role in 
their solution. |n a recent paper on 
the constitution entitled ‘Income 
Security and Social Services’, the 
government outlined its views as 
follows: 


“The case for exclusive federal 
powers over unemployment in- 
surance lies in the nature and the 
source of the forces which give rise 
to unemployment, and hence the 
need for unemployment insurance, 
and the capacity of governments to 
deal with these forces. 


“It is generally accepted that 
general Unemployment is the product 
of acomplexity of economic forces 
which are national and international 
in character. It rarely can be said to 
be the consequence of purely local 
forces. 


“Moreover, the provincial and 
local governments cannot by them- 


selves bring under control the forces 
that cause unemployment; to do so 
requires the full panoply of economic 
powers associated with a nation — 
fiscal, monetary, debt management, 
trade, and balance of payments 
policies, and indeed selective 
economic measures. 


“Even these, to be fully effective, 
must be complemented by 
international economic arrangements. 
The viability of unemployment 
insurance, in other words, depends 
upon the successful use by the 
federal government of these 
instruments of economic policy; if 
they fall under federal jurisdiction, 
so should unemployment insurance. 


“The second reason for federal 
jurisdiction in this area lies in the 
uneven costs of unemployment in- 
surance, as between the provinces. 
Certain provinces suffer from 
higher levels of unemployment than 
do others, with the result that pay- 
ments in these provinces tend to be 
relatively higher, and contributions 
to the unemployment fund from 
them tend to be relatively lower’. 


In the same way that it is clear 
that the federal government must 
tackle unemployment, so it is 
clear that its policies and programs 
to solve unemployment and other 
related problems must be highly 
coordinated if social development 
programs for Canada in the 70's are 
to be improved. 


The government has already 
recognized the need for all its 
citizens to share in the growth of 
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Canada by indicating it will create 
job opportunities and provide serv- 
ices for a more efficient allocation 

of resources. The programs carried 
out by the departments of Man- 
power and Immigration and Regional 
Economic Expansion are examples 
of these services. 


The first need of an unemployed 
person until reabsorbed into em- 
ployment is income support and 
his first point of contact with govern- 
ment is the unemployment in- 
surance program. The key to services 
for unemployed people lies in co- 
ordination of all human resource de- 
velopment programs on as many 
levels as possible — whether federal, 
provincial or municipal. Much time 
and thought will have to be devoted 
to coordination if we are to avoid 
allowing a maze of programs to op- 
erate in isolation to the possible 
detriment of citizens in need. 


During the past eight years, the 
government has received many rec- 
ommendations for reform of the 
present Unemployment Insurance 
Act including the Report of the 
Committee of Inquiry into the 
Unemployment Insurance Act of 
November, 1962 (the Gill Report). 


In 1968 the government initiated 
a full-scale revision of the Act. Since 
then the Minister of Labour in co- 
operation with the Unemployment 
Insurance Commission has been 
working on a proposal for a 
reorientation of unemployment 
insurance. 
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In broad terms, the new plan has 
two basic objectives. ft will contmue 
to provide insurance to cope with 

he contingency of loss of earnings 
esulting from unemployment. 
Benefits will be higher, more related 
to earnings and given more on the 
basis of need than length of time in 
the work force. In addition it will 
provide insurance against a tempo- 
rary loss of earnings due to illness 

or maternity. 


Secondly, and equally as 
jmportant, it will provide an 
efficient pipeline to manpower 
programs and other services 
designed to improve the employ- 
ment potential of the individual. 


In view of these two basic 
objectives, the new Unemployment 
Insurance Act will differ radically 
from the present plan. 


Despite this approach, the 
proposal is still an insurance scheme. 
It is still designed for the person 
who is a regular member of the 
labour force, a person in other 
words who has paid his contribu- 
tions and is therefore eligible for 
benefits. 


This White Paper is based on 


fulfilling more hu 
encouraging more por val nd 


suits Canada | ‘s, However, 
time and changes in the social and 


egonomic tapestry of Our society 
will eventually call for another 
general reorientation of the scheme. 


The proposal, given general 
present-day trends, is our answer 
for the immediate years to come. 


It is based on a well-defined, 
carefully thought out analysis of 
the scope and needs of our society 
today. 


It is quite conceivable that 30 or 
4O years from now, we will have a 
completely different approach to 
work and employment. Machines 
and computers may by that time 
have freed the bulk of the popula- 
tion for activities now considered 
more “‘leisure’’ than ‘‘work”’. 


To “work” in the sense we know 
it today may be a privilege granted 
only to innovators and policy- 
makers, and the ‘‘work ethic’ which 
has characterized our young 
pioneering nation may be replaced 
as we soar into the post-industrial 
twenty-first century. No one really 
knows to what extent a society will 
rethink a concept as entrenched and 
as necessary today as unemploy- 
ment insurance. 


Within the analytical framework, 
the scheme is flexible. For example: 
automatic mechanisms have been 
built into the plan that will allow 
benefit payments to increase and 
the insurable ceiling to rise as 
earnings go up. Government contri- 
butions will be tied to fluctuating 
unemployment rates, and employer 
costs will vary according to lay-off 
patterns. 


We feel strongly that for our 
society today, the proposed plan is 
a good one. This scheme — like all 
social programs — will have a 
certain lifespan. 


It has been a well planned and 
scrutinized creation in a series of 
social development programs. 


It will allow all Canadians to 
experience the growing opportu- 
nities and rewards of our advancing 
society. 


part2 highlights of plan 


universal five phases 
coverage 

retirement 
lower 
entrance 
require- 
ments 
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benefit 
payments 


sickness 
and 
pregnancy 


Highlights are as follows: 


i. The 1,160,000 people previously 
excluded from the plan will 

be added to the rolls of un- 
employment insurance contrib- 
utors. As a result nearly all 
employees will be covered. 

(See table 1, page 12, showing 
those covered under the pres- 
ent Act and proposed plan.) 


2. The base period for qualifying 
for unemployment insurance 
will be reduced. The new for- 
mat will allow those with as 
little as 8 weeks employment 
in the past 52 weeks to receive 
some benefits, and those with 
at least 20 weeks employment 
to be eligible for all phases of 
the benefit structure. The 
present requirements call for 
a claimant to have contributed 
to unemployment insurance at 
least for 30 weeks over the last 
two years. 


3. There will be a substantial 
increase in the benefits paid 
to claimants. Under the pro- 
posal a claimant will in all 
cases receive 66 2/3 per cent of 
his earnings with the upper 
limit of benefits set initially 
at $100 per week. During the 
later stages of the benefit 
structure, rates will be in- 
creased to 75 per cent of 
earnings for persons with de- 
pendants who are still un- 
employed. 


Under the present Act, aclaim- 
ant receives benefits pro- 
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portional to earnings, length 
of time in the labour market, 
and number of dependants. 
Benefit payments are on the 
average 43 per cent of earn- 
ings with the upper limit set 
at $53 per week. 


In order to fill the gaps in the 
present system payments will 
be made to those whose in- 
come has been interrupted due 
to sickness or pregnancy. In 
both cases, benefits will cover 
a 15-week period and will be 
available to anyone whose 
earnings cease due to preg- 
nancy or sickness and who 
has been in the labour force 
for 20 weeks or more during 
the previous 52 weeks. 


Under the present Act, preg- 
nant women are generally 
disqualified for benefits six 
weeks before and after con- 
finement. The plan to cover 
income loss due to pregnancy 
recognizes the particular status 
of women in the labour force, 
and is a step toward eliminat- 
ing some of the hardships 
they experience. 


Unemployment because of 
sickness is now partly covered. 
Under the existing legislation, 
a claimant may draw benefits 
if he becomes ill while on claim 
but is ineligible if the loss of 
employment was caused by 
illness. In future, the latter 
group will be covered. 


It should be pointed out that 


in both pregnancy and sick- 
ness cases, the proposed scheme 
will not replace existing 

public and private programs 

in this field but will com- 
plement them within specific 
limits. 


There will be a three-week 
retirement benefit for all per- 
sons between 65 and 70 who 
opt to receive Canada or 
Quebec Pension Plan benefits 
and thus may be considered 
to have voluntarily retired 
from the labour force. 


On January 1, 1971 the 
Canada Pension Plan and 
Quebec Pension Plan will 

reach maturity. This will mean 
that Canadians can take ad- 
vantage of these plans any time 
between the ages of 65 and 70. 
Under this new proposal once 
a worker has decided to draw 
these benefits he will be deemed 
to have voluntarily with- 
drawn from the labour force 
and will be ineligible for the 
unemployment insurance pro- 
gram. While they are waiting 
to take advantage of these 
plans, unemployment insur- 
ance will provide them with a 
three-week benefit to tide 
them over the period between 
interruption of earnings and 
pension. 


A claimant may pass through 
five phases from the time he 
applies for assistance until the 
time he regains employment. 


lower rates interviews 


contributions self-employed 


tax fishermen 
deductible 

seasonal 
experience rating _ benefits 
benefits taxable governments’ 


responsibility 


These phases will combine 
financial payments with a link 
to essential services designed 
to re-absorb the person back 
into the labour market at the 
earliest opportunity. 


7. Under the new plan, the 
general administration of 
benefits will be strengthened 
through the provision of a 
minimum of two personal 
interviews for all claimants 
which will stress the develop- 
ment aspect of the plan. These 
interviews will be primarily to 
help the individual. However, 
they will also serve to identify 
people who should not be 
receiving benefits. The effect 
will be to reduce to a mini- 
mum abuses in the present 
plan due to the lack of per- 
sonal contact. 


8. Protection for self-employed 
persons will no longer be avail- 
able under the Unemployment 
Insurance Act. Self-employed 
fishermen, however, are in a spe- 
cial category. They will continue 
to be protected until the plans 
being developed to protect them 
against the uncertainties inherent 
in the primary fishing industry 
are ready for implementation. 


9. Special benefits at present 
available for seasonal periods 
will be abolished in view of 
the fact that the base period 
has been shortened to 8 weeks. 


10. When the national annual 
average unemployment rate 


Tal, 
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14. 


is above 4 per cent, the govern- 15, 


ment will pay the extra cost 
of the regular benefits over and 
above that figure. 


Additional benefits will be 
extended to certain regions in 
the country when the regional 
unemployment rate is above 

4 per cent and exceeds the na- 
tional rate by over 1 per cent. 


In general, contribution rates 
will be lower for both 
employers and employees now 
participating in the unemploy- 
ment insurance program. (See 
table 2 and table 3, page 13.) 


Persons already in the labour 
force excluded under the pres- 
ent Act who become insura- 
ble under the new proposal 
will enter at a preferred con- 
tribution rate. It will rise 
gradually until January 1, 
1975 when the full normal 
contribution rates will 
become effective. 


Employers whose annual insured 
payroll exceeds $78,000 will 
be experience rated. The 

basis for experience rating 
will be related to the lay-off 
pattern in his establishment 
and compared to the pattern 
of all establishments across 
the country. This feature will 
provide an incentive for 
employers to stabilize their 
employment patterns as much 
as possible. 


It is proposed that benefits 
under the new plan be taxable 
and contributions be tax 
deductible. 
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Table 1 


COVERAGE — in 1968 — EMPLOYEES IN THE LABOUR FORCE 


Proposed 


covered 


uncovered 


Table 2 


EMPLOYEE CONTRIBUTIONS 


Weekly Earnings Present Rates Proposed Rates 
$ 25 $  .20 $ .20 
35 130 .28 
45 .50 36 
55 .65 43 
65 80 ‘on 
75 ihe: fas) 
85 1.10 .67 
95 1225 Hh) 
100 1.40 729 
120 1.40 95 
140 1.40 yay 
150 1.40 119 
Table 3 


EMPLOYER CONTRIBUTIONS USING $100 PER WEEK AS AN AVERAGE SALARY 


Weekly Contributions 
Per Employee 


Employer Size 


Annual insured 
earnings 


Layoff Factor Present Rates Proposed Rates 


Not 


Up to $78,000 apelin $1.40 Fa | 
Sates ae 

Below Average $1.40 $ .79 

over $78,000 Average $1.40 $1.11 

Above Average $1.40 $1.58 
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part 3 


details of proposal 


foreword 


Part One enunciated the philosophy 
of the proposed unemployment insur- 
ance scheme and Part Two listed its 
main points. Part Three is designed 
for readers who want more details 
on the many new aspects of the plan. 


— How much will employees con- 
tributions be? 

— Will casual workers be covered? 

— How will the phases of the be- 
nefit structure operate and how 
long will they last? 

— What will be the new criteria 
for employer contributions? 

— When will the new plan start? 

— How will new groups be phased 
into the program? 


These are some of the questions 
which are answered in the five sec- 
tions of Part Three consisting of 
coverage, eligibility and benefits, 
contributions, coordination, and 
implementation. 


section1 coverage 


The concept of unemployment 
insurance reveals the beliefs and 
attitudes of the period in which it 
was developed. In the 1930's help- 
ing people during a time of econo- 
mic insecurity became a new role 
for the federal government and the 
insured population was selected in 
that context. 


The protected group were the 
middle and low-income workers, 
many of whom had become almost 
destitute during the serious unem- 
ployment of the 1930's. As a group, 
they were defined as all wage earners, 
and salaried workers earning less than 
$2,000 a year. This was the original 
salary ceiling, which has been ad- 
justed several times since 1941 and 
now stands at $7,800. The theory 
was that the higher salaried people 
had a head start and should be able 
to take care of themselves if by any 
chance they lost their jobs. 


Other groups of workers were ex- 
cluded for a variety of reasons which 
may have seemed valid then but 
which today are not. 


At one time, anyone living in the 
North was automatically excluded 
simply because he was too difficult 
to reach. 


People who worked in charitable 
institutions and hospitals were also 
excluded because at that time, most 
of these establishments were private 
and non-profit organizations. It was 
felt that unemployment insurance 
would add an extra financial burden 
to these organizations. 


Persons in occupations considered 
stable and with little chance of job 
loss were another group left outside 
the protection of the Act. 


Today’s conditions, however, are 
different from those of the 40's or 
even the 50's. Many groups of peo- 
ple who in the past were considered 
immune from the possibilities of 
unemployment are now much more 
vulnerable. 


The traditional stability of occupa- 
tions such as nursing, teaching, poli- 
ce work, the armed forces and the 
public service can no longer be ta- 
ken for granted. Supply may become 
greater than demand; austerity 
measures can cause redundancy; 
technological change can cause an 
interruption of earnings while 
workers learn new skills or become 
reabsorbed in different occupations. 


Today, most charitable institu- 
tions and hospitals are no longer 
non-profit philanthropic organiza- 
tions depending on private donations 
to remain viable. Thus, they ought to 
provide protection for their em- 
ployees. 


Isolation is no longer a valid rea- 
son for exclusion from unemploy- 
ment insurance. With the present 
improved system of communications 
and transportation, there should be 
no administrative obstacles in han- 
dling all employees no matter where 
they live. 


It is plain that yesterday's ration- 
ale for unemployment insurance 
coverage is no longer acceptable 
today. Selectivity, so often done on 


an arbitrary basis, as with the salary 
ceiling, does not meet the needs of 
contemporary society. 


Why should a man or woman on 
a salary of $7,800 a year have the 
right to protection against the effects 
of unemployment while a person 
with a salary of $7,801 does not? 


Under the new plan the salary 
ceiling disappears and all employees 
are insured. However, contributions 
will be levied only on the first $150 
per week. This latter amount may be 
subject to some variation over the 
years since it will be adjusted to re- 
flect changes in average income. 


The proposed plan, therefore, will 
protect as many workers as possible 
who are subject to the direction and 
control of an employer. This defini- 
tion is wide enough to include all 
workers. 


It means that over 1,160,000 
individuals will be added to the un- 
employment insurance plan which 
will bring the number covered to 
about 6,500,000 (See table 6, page 
32.) This represents 96.3 per cent of 
all employees in the labour force. 


Of the new entrants more than 
half are currently earning less than 
$7,800 per year. On the other hand, 
it is important to note that of the 
5,250,000 persons now protected 
by unemployment insurance approx- 
imately 1,000,000 earn over the 
$7,800 ceiling. They are included 
in the plan due to the fact that they 
are hourly paid workers. 


As with the present plan, the 
self-employed are excluded. There 
are two reasons for this: first, they 
can control their own employment 
and unemployment; second, each 
of them is operating a business 
based on the profit motive. Unem- 
ployment insurance Is not designed 
to offer protection against unrealized 
profits. 


Occupation will no longer be a 
key issue in coverage. Whether an 
individual is employed by someone 
else will be the determining factor. 
Thus fishermen, who have for the 
past few years been covered as a 
total group, will now be covered 
only if they are working for some- 
one else. The same will be true for 
the self-employed in other occupa- 
tions who have been included up 
to now. 


The self-employed fishermen, 
however, will be provided for. In- 
come stabilization is imperative in 
the commercial fisheries, with 
particular reference to the remoter 
fishing communities, and, pending the 
completion of plans being prepared 
specifically for this purpose, self- 
employed fishermen will be covered 
by unemployment insurance. 


Since unemployment insurance Is 
a plan designed for the protection 
of workers, it is necessary to define 
a bona fide member of the labour 
force. For the purposes of definition, 
anyone earning $25.00 and over per 
week will pay contributions for 
that week. 


Any person employed in a casual 
job which is not pertinent to the 
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employer's regular trade or business 
is excluded. This means it is not 
necessary for an individual to be 
registered with the program and 
make a contribution on behalf of a 
person he hires to shovel snow or 
cut the grass, even though a contract 
of employment does exist. 


Any person who is hired for 
casual work which is pertinent to 
the employer's regular trade or 
business is considered a part-time 
employee; and part-time work will 
be insured under the new plan, 
provided that at least $25 per week 
is earned. 


Since the purpose of the new 
scheme is to complement other 
social legislation, persons receiving 
Canada or Quebec Pension Plan 
benefits will no longer be considered 
to be members of the work force. 


Some present exclusions will be 
retained, for example the spouse of 
the employer. Nationals of a fareign 
country when employed in Canada 
by the government or an agency of 
their country will also continue to 
be excluded. However, Canadians 
employed by such employers could 
be covered if the foreign country 
consents to do so. 


Up to now, provincial govern- 
ments have been permitted to select 
the employees they wish covered. 
Henceforth the provincial govern- 
ments will have the option to 
protect all their employees or none 
at all. At present, the provinces 
cover from 15 to 53 per cent of 
their employees. 


section 2 


ELIGIBILITY 


eligibility and benefits 


BENEFITS 


In order to receive unemployment 
insurance benefits, it is not enough 
to simply contribute to the scheme. 
Certain conditions have to be ful- 
filled in order for a person to be 
eligible. 


Under the existing legislation, an 
insured person is entitled to benefits 
(1) if he has experienced an inter- 
ruption of earnings and is therefore 
unemployed, (2) if he is capable 
and available for work, and (3) if 
he is unable to find suitable em- 
ployment. 


In addition, he must have 
contributed for at least 30 weeks 
during the course of the previous two 
years, of which 8 must have been in 
the past year. 


The proposed plan retains the 
three main conditions for eligibility 
listed above. However, it expands 
interruption of earnings to include 
maternity, retirement and sickness. 
The benefits available for these 
types of “‘interruptions’’ will be 
detailed later. 


The entrance barriers have been 
lowered in the new scheme thus 
allowing a person with 20 employ- 
ment weeks or more during the last 
52 weeks to qualify for both regular 
and special unemployment bene- 
fits. For those persons with a short 
labour attachment, i.e., 8 to 19 
weeks during the last 52 weeks, their 
entrance point into the benefit 
structure would be in phase 2. (An 
employment week under the pro- 
posed plan will be one in which 
at least $25 was earned. No more 
half weeks will be permitted). 


Under the new plan, eligibility for 
benefits has been lowered in order 
to include a far wider range of 
employees. 


Easier entry to the plan will 
permit more bona fide members of 
the labour force to be eligible for 
benefits. At present, many workers 
never qualify for unemployment 
insurance. In addition, others must 
supplement their unemployment 
insurance benefits with welfare 
payments. However, new eligibility 
rules are only half the story. Actual 
benefits have been expanded and 
changed as well. 


A person in receipt of un- 
employment insurance benefits 
could conceivably pass through all 
of the plan’s five phases. Should a 
person have a labour attachment 
of 20 weeks or over in the past 52, 
he is entitled to all five phases of reg- 
ular and special benefits, provided 
of course he meets the other condi- 
tions. An attachment of 8 to 19 
weeks entitles a person to only 
three phases of regular benefits. An 
individual’s progress from phase to 
phase is based on a combination of 
three factors: the degree of coopera- 
tion in taking advantage of suggested 
services; length of time in the la- 
bour force; and the national and re- 
gional unemployment rates. 


Should a person refuse to take 
advantage of the services being 
offered, he runs the risk of dis- 
qualification. 


In addition, a number of rules 
apply in all cases. They are as 
follows: 

— Interruption of earnings is in- 
terpreted to mean loss of earn- 
ings due to work shortage, sick- 
ness, or pregnancy. Those who 
have been dismissed with just 
cause, or who have separated 
without good reason may be 
eligible for benefits after a 
period of disqualification. 


— Benefit payments will be 66 2/3 
per cent of weekly earnings. 
During the latter part of phase 3 
and during phases 4 and 5 
they will rise to 75 per cent if 
there are dependants. There 
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will, however, be a ceiling of 
$100. At present the ceiling is 
$53. 


All claimants with the ex- 
ception of persons who are to 
receive retirement benefits have 
to wait two weeks before any 
benefits commence. 


All earnings made during the 
waiting period will be deductible 
from the first benefit payment. 


While on claim, all weekly earn- 
ings in excess of 25 per cent 

of the regular weekly benefit 
payment will be deducted. Ex- 
ceptions to this occur during 
sickness and maternity claims 
where earnings are not allowed. 


Payments will be made bi- 
weekly with the exception of 
phase 1 which will consist of a 
three week benefit. 


Retirement benefits will be paid 
inalump sum. 


All unemployment insurance 
benefits will be taxable. At 
present many employees re- 
ceive unemployment insurance 
benefits for part of the year 
although they may have earned 
substantial other income during 
the rest of the year. Tax 
exemption for these payments 
is unfair to those persons who 
earn the same total income but 
who must pay more tax. In 
addition under the present plan 
a person in receipt of the maxi- 


mum $53 benefit is allowed 

a further $27 in earnings. As 
he is in effect earning $80 per 
week tax free he may not be 
overly anxious to accept em- 
ployment even for $100 a week 
salary which will be subject 

to taxation. The decision to tax 
benefits as income should serve 
to remove this anomaly that 
exists in the present plan. The 
details of each of the five 
phases of regular benefits are 
contained in table 8, pages 34 
and 35. 


At the beginning of phase 1, that 
is after the two week waiting period, 
those who qualify will receive a three 
week payment. Past experience in- 
dicates that it takes three to five 
weeks to find employment under 
normal conditions. Accordingly, if 
the individual finds a job within the 
three week period of phase 1, he is 
entitled to keep the entire payment 
regardless of when he becomes re- 
employed. 


This payment is designed to 
provide an incentive to find work. 
In addition, it reduces the adminis- 
trative costs normally incurred as 
soon as the person enters the reg- 
ular benefit stream. 


PHASE 2 


PHASE 3 


PHASE 4 


Phase 2 features a combination 
of monetary benefits and referral 
services. It is for all those who have 
completed phase 1 and are still un- 
employed, as well as for those who 
are not eligible for phase 1 and are 
entering the benefit structure for 
the first time. Length of benefits 
depends on the number of weeks 
between 8 and 20 spent in the 
work force. A light interview at the 
beginning of the phase will channel 
the unemployed person to Canada 
Manpower Centres and other 
government services in order to 
assist him to be reabsorbed into the 
labour market. A more intensive 
interview toward the end of the 
phase will determine how well 
he has taken advantage of the 
services and whether they were ef- 
fective. During this phase, the claim- 
ant must show he is capable and 
eager to be re-employed. For ex- 
ample: a person may become in- 
eligible for future benefits if he re- 
fused to take advantage of services 
offered to him by other govern- 
ment agencies. 


Phase 3 is related to the national 
unemployment rate. All persons 
eligible to enter phase 3, that is 
persons having completed phase 2 
or phases 1 and 2, receive 10 weeks 
benefits if the rate is 4 per cent or 
less, four additional weeks if the rate 
is between 4 and 5 per cent or eight 
additional weeks if the rate is over 
5 per cent. This recognizes that a 
high unemployment rate usually 
means a longer search for employ- 
ment. 


This phase is related to the length 
of time spent in the labour force by 
the claimant. If an individual's la- 
bour force attachment is 20 weeks 
or more, he is eligible for up to 18 
weeks of benefit payments, provided 
of course he continues to meet the 
other conditions. 
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PHASE 5 


This phase is related to labour 
market conditions and applies when 
the regional unemployment rate is 
above 4 per cent and exceeds the 
national level by more than 1 per 
cent. Each claimant may draw up to 
18 weeks of benefits in this phase 
depending on the regional rate, but 
his maximum entitlement from all 
phases is limited to 51 weeks. The 
regional unemployment rate is 
determined on a monthly basis. If 
the monthly rate indicates an 
entitlement which is less than 
already established, the claimant is 
not phased-out immediately. The 
criteria used to set regional 
boundaries take into consideration 
industrial composition, labour 
force mobility, size and existing 
federal, provincial, political or 
administrative boundaries. 
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SPECIAL UNEMPLOYMENT 
BENEFITS 


In addition to regular benefits 
there will also be special benefits 
when unemployment is caused by 
sickness, pregnancy or retirement. 
Conditions and length of benefit are 
described in table 8, pages 34 and 35. 


Earlier in the White Paper we 
have described how the present 
Act deals with people who are un- 
employed because of sickness, preg- 
nancy or retirement. If sick, a 
person receives no benefits unless 
he or she becomes sick after 
entering the benefit structure; if 
pregnant, a woman is now generally 
disqualified for 6 weeks before and 
6 weeks after the birth of her child; 
if retired, a worker can receive bene- 
fits lasting up to 18 months. 


The new special benefits remove 
the anomalies from the present Act 
concerning these three groups and 
provide them with benefits based 
on a realistic appraisal of what their 
particular interruption of earnings 
means in the context of the work 
force of today. 


section 3. _ contributions 


EMPLOYEE SHARE 


In any plan such as the proposed 
unemployment insurance scheme, 
it is important to determine how the 
operation will be financed. There are 
a wide range of choices available — 
some of them considered better than 
others. The plan could, for example, 
be wholly financed by the govern- 
ment, wholly financed by the private 
sector, or shared in some way by a 
combination of the two. 


In some other countries, unem- 
ployment insurance is financed 
largely by the employers. As a result, 
the employers are reluctant to en- 
large benefits or reorient the plan to 
meet the changing needs of workers. 


Canada, on the other hand, chose 
a different method of financing its 
unemployment insurance programs. 
The results have meant a completely 
different, more flexible approach to 
unemployment insurance. 


The present legislation has a tri- 
partite financial arrangement. Em- 
ployers and employees pay an equal 
share and the federal government 
contributes an additional amount 
equal to 20 per cent of the combined 
employer-employee contributions. 


Under the proposed plan, the 
tripartite concept will be retained but 
the working arrangements changed. 
The employers and employees will 
finance the costs of regular un- 
employment benefits up to a 4 per 
cent rate of unemployment. 


The employer share will be subject 
to an experience rating factor 
that will relate an individual em- 
ployer’s cost to the volume of claims 


Tiled by his ex-employees who 

have become unemployed. It is 
estimated that under this arrange- 
ment employers will pay approxi- 
mately 57 per cent of the costs 
while the employees will pay approx- 
imately 43 per cent. 


All contributions to the new un- 
employment insurance plan will 
be tax deductible as are contribu- 
tions to the Canada Pension Plan. 
(See tables 4 and 5, pages 30 and 31.) 


The government's share will be 
related to the national un- 
employment rate. 


It can be argued that the pre- 
mium costs in an insurance plan 
should be risk-related, and that the 
ideal basis for apportioning em- 
ployee cost would be for each 
employee to pay a premium which 
would exactly finance the risk 
of his being laid-off. 


However, the new unemployment 
insurance proposal takes a different 
approach. The risks are pooled 
amongst all those who are participa- 
ting because it is considered unfair 
to place a burden on an employee 
who has to accept high-risk 
employment. Thus, all employees 
will pay a common rate which will 
be adjusted annually depending 
upon the levels of benefits paid. 


Under the present legislation the 
level of earnings on which contribu- 
tions are paid has been raised from 
time to time. Currently contribu- 
tions are paid on the first $100 of 
weekly earnings. It is proposed, 
beginning January 1, 1972, to raise 
this to $150 but at no time will a 
contribution be levied on that part 
of earnings in excess of $7,800 per 
annum. Thereafter the ceiling will 
be adjusted to reflect changes in 
average Income. 


At present, the insured worker 
pays a weekly contribution of $1.40 
if he earns $100 a week. Under the 
proposed plan he will contribute 
between $0.71 and $0.88 per week 
on $100 a week salary depending 
on the average unemployment rate. 
At the $150 level, his contribution 
will range between $1.06 and $1.32. 
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EMPLOYER SHARE 


The reduction in the contribu- 
tion rate results from the contribu- 
tions being calculated on a broader 
earnings base and the introduction 
of universal coverage. 


The overall ratio of claimants to 
contribution is therefore expected 
to be somewhat less under the pro- 
posal than under the present Act. 


For those employees who are now 
excluded from the program and who 
will enter the new plan, there will 
be a special contribution rate to be 
adjusted yearly over a three-year 
period. The suggested preferred rate 
for these newly-covered workers, 
who will number over one million, 
will start at .32 per cent of their 
insured earnings with a maximum 
of $0.50 per week; it will gradually 
rise to the normal rate. 
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As explained earlier, the rate for 
experience-rated employers will vary 
according to their lay-off patterns. 
Lay-offs involving students, persons 
in receipt of retirement benefits, 
maternity cases, and those leaving 
their employment without just cause 
will not be counted in calculating 
the experience rating. 


The total of the pertinent clai- 
mants will then be compared to the 
employer’s total number of employ- 
ees for the year, and this fraction 
related to the pattern for the econo- 
my as a whole. 


To be more specific: an employ- 
er with a better than average lay- 
off pattern will pay an amount 
equal to that of his employee; i.e., 
depending on the unemployment 
rate, between $0.71 and $0.88 per 
week for an employee earning $100 
per week. For employers with a high 
lay-off rate, the contribution for 
the same given employee will be 
double; i.e., between $1.42 and 
$1.76. 


A large number of employers fall 
between these two ranges of lay-off 


patterns and will pay an intermediate 


rate between the two extremes. This 
will be between $0.99 and $1.23 per 
week for an employee earning $100 
a week depending on the unemploy- 
ment rate. 


The introduction of experience 


rating into the financial arrangements 


will more properly allocate the cost 
to employers according to their lay- 
off pattern as well as serving as an 
incentive to create more stable em- 
ployment patterns. 


Although experience rating for 
employers will be introduced, it is 
recognized that for administrative 
reasons not every employer can be 
experience rated. It will only be 
applicable to employers with an an- 
nual insured payroll of over $78,000. 
Employers not experience rated 
will pay the average employer 
rate at all times. In addition there 
will be an upper limit on the 
amount an employer will be re- 
quired to contribute per employee. 


Experience rating will be intro- 
duced gradually over the years 1974 
and 1975 with the full effect not 
being felt until the calendar year 
1976. During the years 1972 and 
1973 employers will pay an average 
rate slightly higher than the em- 
ployee rate. This rate would either 
increase, decrease or remain the 
same depending upon the employer 
experience factor as determined by 
the method described previously. 


GOVERNMENT SHARE 


As explained earlier, the govern- 
ment now pays 20 per cent of the 
contributions of employers and 
employees plus the administrative 
costs. It does not assume greater 
responsibility when the unemploy- 
ment rate is high. The new proposal 
attempts to emphasize the insurance 
concept by reducing abuses to a 
minimum, by eliminating some 
features of the present plan and by 
the introduction of interviews. As a 
consequence, it is proposed that 
the cost of the new plan will be 
borne by the employers and em- 
ployees when the annual average 
rate of unemployment is 4 per cent 
or under. 


The effect of this new approach 
to government financing is that 
during periods of high unemploy- 
ment, the employer-employee costs 
will remain relatively static and the 
entire additional costs will be borne 
by the federal government. 


As previously mentioned, this 
figure of 4 per cent is not to be con- 
sidered as an acceptable rate of un- 
employment but is simply an indica- 
tion that over and above this rate, the 
government accepts the responsibility 
to finance the cost of regular unem- 
ployment insurance benefits. 


For example, if the national un- 
employment rate exceeds 4 per cent, 
the government will bear the entire 
cost of up to 26 weeks of benefits 
plus the extra cost of phases 1 and 2 
and the first stage of phase 3. 


In addition, when the regional rate 
is over 4 per cent, and exceeds the 


national rate by more than 1 per cent, 
the government, as well as paying the 
costs mentioned above, will assume 
the responsibility for up to 18 
additional weeks In phase 5. 
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section 4 coordination 


In the past, there was little attempt 
to coordinate unemployment insur- 
ance with other programs with the 
exception of the National Employ- 
ment Service. 


Since the early 60's, a number of 
programs have been developed in the 
areas of economic opportunity and 
social security. National programs 
such as the Guaranteed Income 
Supplement, the Canada Assistance 
Plan, the Canada Pension Plan and 
other programs such as those pro- 
vided through the Department of 
Regional Economic Expansion were 
initiated to answer particular needs. 
But the general approach did not 
stress coordination and cooperation. 


The new unemployment insurance 
plan however is based on the assump- 
tion that an integrated approach Is 
vital from now on if Canada is to 
have a coherent and efficient social 
policy for the 1970's. 


What will this approach mean in 
terms of the new unemployment 
insurance proposal? First of all, it 
will mean that the plan will pro- 
vide for referral of claimants as re- 
quired to services available from 
other agencies which relate in any 
way to unemployment problems. 
Because the unemployment in- 
surance office has direct contact 
with those who have lost their jobs, 
this is a logical role for an unem- 
ployment insurance program. At 
present, many people do not get 
the help they need simply because 
they are not aware of what assistance 
is available. Under the new plan, 
therefore, unemployment insurance 
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will not only offer temporary mone- 
tary assistance, but will also provide 


links with other government services. 


Interviews will take place at two 
points in the benefit stream. The 
aim of these sessions will be to assist 
the claimant in finding ways and 
means of improving his situation. 
The interviews will help to diagnose 
the person’s employment problem, 
motivate him in his search for em- 
ployment and give him advice and 
direction as to government services 
which can be used. The results of 
the interviews should be to help the 
individual channel his efforts and 
serve as a basis for bringing to bear 
other government programs. 


In support of its interview and 
benefit payment system, the new 
unemployment insurance program 
will have a computerized inventory 
of all the unemployed. It is planned 
that this inventory will be refined 
to contain as much information as 
possible for use in various other 
government programs. In addition, 
there will be more current analyses 
done of the characteristics of the 
unemployed in terms of age, educa- 
tional background, occupation, and 
SO On, in order to assess currently 
the effectiveness of the unemploy- 
ment insurance program itself and 
the links with related government 
activities. In this manner new facts 
concerning individual, group or area 
problems will be brought out which 
can be used in planning or adminis- 
tering programs. 


There are many other times when 
co-ordination can be useful. The 
objective of regional development 
programs for instance is to stimu- 
late depressed areas. Too much 
“help” from unemployment insur- 
ance can prevent people from 
trying to adapt to new situations 
and, therefore, prolong the status 
quo. 


This has been true in the case of 
seasonal benefits which have acted 
as indirect subsidies and have 
supported certain occupations 
which have only marginal economic 
viability. Careful and coordinated 
use of unemployment insurance 
will allow regional development 
and manpower policies to operate 
with maximum effectiveness. 


Since many regional develop- 
ment programs are still in their 
formative stages, it is difficult to 
state definitively how the new plan 
will mesh with each one. However, 
the new plan will meld with other 
relevant programs. As well as 
coordinating its structures to fit 
with other programs, the new plan 
will fill two important holes in our 
existing social security structure. 


Insurance for interruption of 
earnings caused by sickness will be 
one addition. This, however, will 
complement rather than duplicate 
the benefits offered by the Work- 
men’s Compensation: i.e. sickness 
benefits will not be paid to workers 
whose sickness is job-related. 
Maternity benefits for interruption 
of earnings due to pregnancy is the 
other addition. 


The new plan will also act as a 
bridge to the Canada Pension Plan. 
When a person retires he will have 
the right to a three-week benefit 
payment which will cover the 


transition from work to retirement. 


In the case of prolonged illness, 
for example, the disability provi- 
sions of the Canada Pension Plan 
and Quebec Pension Plan do not 
begin until 15 weeks after the 
disability occurs. The sickness 
benefit under the new plan would 
bridge the gap. 


The Canada Assistance Plan has 
been designed to assist persons 
without means of support and thus 
will provide for people who have 
exhausted their entitlement at any 
point. Before this occurs, people 
will be given the information they 
need to avail themselves of these 
additional services and the agencies 
concerned will be alerted. 


Coordination of the new plan 
with other federal-provincial pro- 
grams will provide a more efficient 
use of financial and administrative 
resources and eliminate what 
overlapping may exist. 
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section 5 implementation 


BENEFITS 


COVERAGE 


It is evident from the preceding 
sections that the proposed plan is 
more than a superficial alteration 
of the present program. Once 
adopted, it will bring about a major 
adjustment in coverage. Contribu- 
tions, benefits, and eligibility will 
also be substantially affected. In 
addition, there will be improved 
coordination with other programs. 
It is suggested that the new plan 
become law on July ist, 1971. 

The phasing-in of certain features, 
particularly in the field of contri- 
butions and administration will be 
spread over a number of years. In 
the text that follows, specific dates, 
based on the suggested July 1st 
date, are given for purposes of 
illustration only. 
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Benefit payments will be the 
first component of the new plan to 
become operative. On and after 
July 1st, 1971, any person who 
qualifies for unemployment 
insurance will be paid according to 
the new benefit scale. 


Persons already receiving benefits 
on that day will continue to be 
paid according to the rules of the 
present plan until their entitlement 
runs out. 


Seasonal benefits will no longer 
exist under the new plan. The last 
period during which they will be 
payable is the winter of 1970-71. 
From July 1st, 1971 on, benefits 
will be paid only if regular con- 
ditions are met, regardless of the 
time of year the claims are made. 


The new coverage rules will be 
applied as of January 1, 1972. 
Until then the rules existing under 
the present legislation will con- 
tinue to apply. 

The delay in introducing the 
new coverage rules is necessary in 
order to integrate the collection of 
contributions to the collection of 
income tax by the Department of 
National Revenue which is done on 
a calendar year basis. This is to 
avoid complications for the em- 
ployer by providing him with two 
deduction tables, one on July 1, 
1971 and another six months later. 

Employees already insured will 
pass easily and without problems 
from the old plan to the new one. 

Newly-covered employees will 
simply become insured as of the 
date the new coverage rules become 
effective. 

The only difference is that in 
their case the legislation will pro- 
vide for a gradual phase-in period 
of three years as far as rates of con- 
tributions are concerned. 


Self-employed fishermen will 
receive special treatment. Plans are 
being designed to protect them 
against risks peculiar to their occupa- 
tion, such as a catch failure or the 
closure of a fishery (i.e. conservation, 
protection from pollution, etc.). 

The intent is to protect self- 
employed fishermen generally as 
well as they would be if they were 
included in the new insurance 
scheme. 


CONTRIBUTIONS 


ADMINISTRATIVE COSTS 


The present rates of contribu- 
tions will continue to exist until 
January 1, 1972, at which time the 
new contribution rates will become 
operative. The reason for this delay 
has already been explained in the 
section On coverage. 


In the case of a person already 
paying into the unemployment 
insurance fund under the present 
legislation, there will be no tran- 
sitional period. He will simply 
switch to the new contribution 
rates as of January 1, 1972. 


Persons already in the labour 
force excluded under the present 
legislation who become insurable 
under the new rules will enter the 
plan at a special rate. 


At the start, this rate will be 
calculated at .32 per cent of weekly 
earnings with a ceiling set at $0.50 
week. It will rise gradually until 
January 1, 1975 when full normal 
contribution rates will come into 
play. 

Insofar as the contribution 
ceiling is concerned, it is proposed 
that this be set at $7,800 per year 
as of January 1, 1972 and be 
amended annually thereafter to 
reflect changes in average income. 


The experience rating for 
employers as explained in the con- 
tribution chapter, will be gradually 
phased in starting January 1974, 
and in January 1976 will be in full 
operation. 


Under the new plan, administra- 
tive costs will be met by employers 
and employees. This change how- 
ever will not take place until 
January 1, 1972, when the new 
contribution rates become opera- 
tive. Until then the federal treasury 
will continue to pay for adminis- 
tration costs. For further informa- 
tion on the tentative implementation 
schedule, see table 7, page 33. 
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Table 4 


This table illustrates the effects of the proposals on an employee who is covered by the 
present plan, taking into account the effects of making contributions tax deductible. 


Yearly Decrease in 


Unemployment Insurance Decrease in 
Annual Earnings Contributions Income Tax* 

$ 4,000 $18.00 $ 6.00 
5,000 26.00 9.00 
6,000 25.00 12.00 
7,000 18.00 16.00 
8,000 11.00 18.00 
9,000 11.00 21.00 
10,000 11.00 21.00 
12,000 11.00 24.00 
14,000 11.00 28.00 
16,000 11.00 32.00 
18,000 11.00 36.00 
20,000 11.00 36.00 
25,000 11.00 36.00 


*Based on current federal tax rates including 30% average provincial tax applicable to a married 
taxpayer with two dependant children. 
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Table 5 


The following illustrates the impact of the proposals on a person who will be newly 
covered, taking into account the preferred rates and the effects of making contributions 
tax deductible. 


January 1972 January 1975 
Unemployment Unemployment 
Annual Earnings eee Tax Offset™ insurance Tax Offset* 
Contribution Contribution 

$ 4,000 $13.00 $ 2.00 $32.00 $ 6.00 
5,000 16.00 4.00 40.00 9.00 
6,000 19.00 5.00 47.00 12.00 
7,000 22.00 6.00 55.00 16.00 
8,000 25.00 7.00 62.00 18.00 
9,000 25.00 8.00 62.00 21.00 
10,000 25.00 8.00 62.00 21.00 
12,000 25.00 10.00 62.00 24.00 
14,000 25.00 11.00 62.00 28.00 
16,000 25.00 13.00 62.00 32.00 
18,000 25.00 15.00 62.00 36.00 
20,000 25.00 15.00 62.00 36.00 
25,000 25.00 15.00 62.00 36.00 


*Based on current federal tax rates including 30% average provincial tax applicable to a married tax- 
payer with two dependant children. 


Table 6 


ESTIMATED COVERAGE INCREASE (BASIS 1968) 


Government (including federal, provincial and municipal) 
Teachers 

Hospitals and Charitable Institutions 

Over Salary Ceiling (i.e. over $7,800) 

Armed Forces 

Nurses 

Police Forces 


Professional Athletes 


deduct: those at present covered but should be excluded as self-employed. 


Net Increase in Insured Population 
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437,000 
235,000 
180,000 
165,000 
110,000 
50,000 
25,000 
3,000 


1,205,000 
45,000 


1,160,000 


Table 7 


IMPLEMENTATION SCHEDULE 


COVERAGE 


Newly covered employee at preferred 
rate 


Newly covered employee at full rate 


Application of new coverage rulings 


BENEFIT 


Newly covered employee 


Active claimant on July 1/71 (present 
system until benefit expires) 


Claimants after July 1/71 (new 
eligibility, duration, level of benefit but 
insured earnings governed by past 
contribution) 


Seasonal benefit abolished 
Beginning of regional benefit 


ADMINISTRATION 
Cost absorbed through contributions 


CONTRIBUTION 
Present system 
Preferred rate 


New plan 


People over 65 or 70 in receipt of 
C.P.P. or O.P.P. excluded, 


Merit rating 


July 1/71 | Jan. 1/72 | Jan. 1/73 | Jan. 1/74 


Jan. 1/75 Jan. 1/76 
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BENEFIT STRUCTURE 
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